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to accrue credited service toward a retirement income plan,
break-in-service rules may take effect.  By law, a retirement
plan does not have to credit service during periods of non-
work.  In addition, if the period of non-work exceeds cer-
tain thresholds, a retirement plan may require that return-
ing employees once again meet certain service requirements
before rejoining the plan.  In general, these rules vary by
the amount of service under the plan prior to the break and
the length of the break.  For example, a plan may state,
“service before a one-year break in service can be disre-
garded until the participant has completed one year of ser-
vice after the break.”7   Further, if the individual was not
vested prior to the break in service, if the break is longer
than the prior service, that prior service may be disregarded.

Special provisions designed to avoid breaks in service
exist under certain circumstances.  For example, certain
periods of absence for maternity or paternity reasons must
be treated as though the individual was at work.

Survivor protection
While the credited service proposal would apply to both
defined contribution and defined benefit retirement plans,
the second proposal, to expand the options for survivor pro-
tection, is specifically geared toward defined benefit plans.
Defined contribution plans specify employer and employee
contributions; future benefits are determined by the amount
of those contributions and earnings on those funds.  Ben-
efits are not guaranteed.  Payments are usually made in a
lump sum at retirement, although employees may have the
option to receive payments over time.  In contrast, a de-
fined benefit plan specifies a formula for determining fu-
ture benefit amounts, typically based on earnings and years
of service.  Employers make sufficient contributions to the
plan to pay for future benefits.  The Federal Government
maintains an insurance system to guarantee benefits from
these plans.  Payments are generally in the form of a monthly
benefit for life, with a variety of options designed to pro-
vide survivor protection.

The law required survivor options in defined benefit pen-

sion plans for the first time in 1974, with the passage of the
Employee Retirement Income Security Act (ERISA).  At
that time, defined benefit plans were required to include a
joint-and-survivor option for benefit payments.  Under such
an option, a retiring employee could choose to receive a
full benefit or could choose to take a reduced benefit in
return for the continuation of benefits for a survivor follow-
ing the death of the retiree.  Plans were required to offer a
50-percent joint-and-survivor option.  Under such an ar-
rangement, the retiree and spouse received a reduced ben-
efit upon retirement (the “joint” benefit), and the surviving
spouse received 50 percent of that reduced benefit upon the
death of the retiree (the “survivor” benefit).8   Chart 1 pro-
vides an example of the level of benefits that might be re-
ceived under such an arrangement.  The amount of the re-
duction varies by the age of the retiree and spouse.  In the
example shown, the reduction is 10 percent of the full ben-
efit.  This is typical of benefits paid to a retiree age 65 with
a spouse also age 65.

A change in the ERISA joint-and-survivor law in 1984
made the 50-percent joint-and-survivor benefit the standard
benefit for married individuals.  In the past, the retiree could
choose to provide survivor benefits; under the revised law,
written consent of the spouse is needed to decline the 50-
percent joint-and-survivor benefit.9

Although the law requires defined benefit pension plans
to offer the option of a 50-percent joint-and-survivor ben-
efit, there is no restriction on other options.  One proposal
that has been debated would require that all defined benefit
pension plans offer an option that pays a survivor at least
75 percent of the joint benefit.  Under such an option, at
retirement the retiree and spouse would take a greater re-
duction in their joint benefit than under a 50-percent joint-
and-survivor benefit.  In return, at the death of the retiree,
the spouse would receive 75 percent of the joint benefit.

Providing multiple options for survivor benefits is not a
new idea. In fact, two-thirds of full-time employees in me-
dium and large private establishments in 1995 who were
covered by a defined benefit pension plan had a choice of

Chart 1. Benefits under a 50 percent joint and 
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Chart 2. Share of covered workers in plans offering various
survivor options, defined pension plans, full-time workers,
medium and large private establishments, 1995
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